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THE YUKON CONSOLIDATED GOLD CORPORATION LIMITED 
REPORT OF THE DIRECTORS 


Your Directors have pleasure in submitting the Financial Statements of this Corporation covering the 
year ended 31st December, 1971, duly audited by Messrs. Price Waterhouse & Co., Chartered Accountants. 


Statement of Earnings 


Net earnings for the year including gains realized on securities and on sale of properties and equipment 
after all expenses amounted to $236,142 compared with restated net earnings of $87,079 for 1970. 


Balance Sheet 


Funds on deposit totalling $710,000 were on hand at the year-end as compared with $1,130,000 one year 
earlier. 


Shareholders will see from Note 1 of the Balance Sheet that interest to 31st December, 1971, of $324,604, 
accrued on the Income Debentures which form part of the Lornex Units and a Lornex Note has not been re- 
flected in the accounts, as this interest, while compounding at 84% quarterly, does not become payable 
until after Lornex has discharged various requirements under the Bank Loan Agreement, the Japanese 
Financing Agreement and the Income Debenture Indenture. 


The working capital remaining of $746,656 is being held against future expenses, our stake in the Hazelton 
Joint Venture and against any additional participation in future Lornex financing. 


Lornex Mining Corporation Ltd. 


The major part of your Corporation’s assets is now invested in shares and income debentures of Lornex. 
It is thus appropriate to enclose for your information a copy of the Lornex 1971 Annual Report. This describes 
in considerable detail the satisfactory progress made on the Project over the past year. 


Development and construction work continues to be on schedule and it is expected that the mine will be 
brought into production as planned in the second quarter of 1972. Ore is currently being processed in both 
mill lines and the first pre-production copper concentrate was shipped from the mine to Ashcroft, British 
Columbia on 24th April, 1972. The concentrates will be shipped by rail to Vancouver where they will be ac- 
cumulated in covered storage for shipment to Japan. 


The process of balancing the autogenous milling process is proceeding and the daily milling rate is now 
moving upwards toward design rate on an orderly basis. There have been milling interruptions caused by 
mechanical defects mainly in electrical equipment and instrumentation and this has interfered with the process 
of establishing the master ore blend required for optimum operation of the mills. Millhead ore grades, recovery 
rates and concentrate grades have been consistent with expectations. 


The final capital cost of the project is now expected to be slightly in excess of the previously reported 
figure of $138 million. The increased requirement will be provided by the issue of Lornex Income Debenture 
Units. When the amount is established your Directors will determine the extent to which Yukon should 
participate in providing the additional capital required. 


As stated in the ‘Project Cost” section in the Lornex Annual Report, it is expected that production will 
exceed the design rate when the operation has completed its run-in phase and is brought into balance. 


Additional funds totalling $16.1 million were raised by Lornex under the terms of the relevant Agreements 
through the sale of Units each consisting of $1,000 principal amount 844% Income Debentures and 80 shares. 


Your Corporation exercised its option to purchase 10% of these additional Units and thus acquired 1,614 
Units at a total cost of $1,614,000. This purchase was financed partially from the proceeds of the Common 
share rights offering made during 1971 in anticipation of this eventuality, with the balance being derived from 
funds held on deposit. Yukon also fulfilled its obligation to Rio Algom, which controls Lornex, to purchase 
17.5% or 2,825 of the Lornex Units under the supplementary financing provisions. Woodford Investments 
Ltd., in turn, purchased at a cost of $2,825,000 from Yukon, $2,825,000 principal amount of Income Debentures 
and 204,750 shares of Lornex, while Yukon retained 21,250 shares, all in accordance with the terms of the 
Agreement between Woodford and Yukon outlined in last years Report. 


As stated in the Lornex 1971 Annual Report, the Japanese purchasers of the Lornex copper concentrates 
had indicated that they might request Lornex to reduce its shipments temporarily and to grant an increase 
in the contracted smelting and refining charges applicable to the Lornex concentrates. 


The Company’s sales contract with the Japanese purchasers is for the mine’s entire annual output of 
copper concentrate for twelve years. Its molybdenum concentrate output has been sold for a five-year period 
to other purchasers. 


A formal request was received. Lornex acknowledged receipt and advised the Japanese purchasers that 
it was prepared to consider a proposal for revision of the copper concentrates contract that recognizes all of 
the factors involved. 


On Tuesday, 28th March, 1972, The Honourable Donald MacDonald, Federal Minister of Energy, Mines 
and Resources, stated in the House of Commons, Ottawa, that he was urging the Canadian copper producers to 
make no changes in their contracts with Japanese purchasers until 30th April in order to give the Government of 
Canada time to study the situation. Lornex complied with the Government’s wishes concerning re-negotiation 
of copper contracts. It is now understood that negotiations with the Japanese purchasers have been resumed. 


Your Corporation’s investment in Lornex now consists of 3,974 Units, comprising $3,974,000 principal 
amount of 84% Income Debentures and 317,920 common shares, plus an additional 1,101,250 common shares. 


Hazelton Joint Venture-Morkill Explorations Limited 


As reported last year a small prospecting syndicate, known as the Hazelton Joint Venture, was formed 
early in 1970 under the management of Mr. Lisle B. Gatenby, P.Eng., of Vancouver and for the purpose of 
holding Yukon’s interest in this syndicate, a British Columbia company was incorporated by Yukon in June 
1970, bearing the name ‘*‘Morkill Explorations Limited’’. 


For the Syndicate’s 1971 programme there was an additional participant and Morkill’s share was 60% 
as compared with its 80% participation in 1970. Yukon through Morkill had budgeted a contribution of 
$50,000 towards the 1971 programme but its share of the actual expenditures amounted to only $25,000. 
As in the previous year some interesting showings were found and several claims were staked but there is 
nothing of major significance to report. 


For the 1972 field season a more ambitious programme has been drawn up and the requisite field crews 
have been assembled. There will be follow-up work on some of the claim groups presently staked and a major 
project in a new area. It is expected, if the 1972 programme is completed, that Morkill could be called upon to 
contribute the $50,000 budgeted for this purpose, plus a substantial portion of the balance that was not ex- 
pended out of the provision made for 1971. 


Quintus Leaseholds Limited 


During 1971 Quintus sold its interest in the two half-sections in the Pembina Field in Alberta for a total 
consideration of $551,258 part of which, if not invested in Canadian resource property or if not applied to 
exploration and development expense, will be subject to Income Tax. In December a partial repayment of 
15% was made on the outstanding bond issue. Quintus retains its interest in the Plato Area of South West 
Psat A: where a waterflood feasibility report is still under discussion between the Working Interest 

wners. 


On 12th May, 1972, the Corporation purchased for a total consideration of $73,932, 10,366 common 
shares and $405,000 original principal amount (55% repaid) of redeemable bonds of Quintus. The purchase 
of these bonds and common shares results in Quintus becoming a wholly-owned subsidiary of Yukon. 


Directorate 


_ The present members of the Board, namely Messrs. W. A. Arbuckle, J. G. S. Gammell, W. J. R. Govett, 
Neil B. Ivory, C. L. Larock, C. E. McLeod and J. Weatherall being eligible, offer themselves for re-election. 
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By-Laws 


The present By-laws of the Corporation were enacted in 1939 and despite some subsequent amendments 
they are now outdated. For this reason your Directors have enacted By-law No. Two, to replace all the existing 
By-laws, which will be presented for your approval at the forthcoming General Meeting. 


By-law No. One provides for an increase in the authorized common share capital from 8,000,000 to 
16,000,000 shares of $1 par value. At the present time your Directors are not considering any arrangements 
which would involve the issuance of additional shares but believe the Corporation should have some unissued 
capital in reserve to meet future needs. 


Annual and Special General Meeting 


The Annual and Special General Meeting will be held in Montreal on 21st July, 1972, when any later 
information then available on the Lornex Project will be made known to the Shareholders. 


On behalf of the Board, 
W. A. ARBUCKLE, 


President. 


Suite 1660, 1245 Sherbrooke Street West, 
Montreal 109, Quebec, Canada 
25th May, 1972. 


ASSETS 


CURRENT ASSETS: 


Casha 44a. aot 
Funds on deposit . 
Accrued income (Note 1). 
Marketable securities, at cost (market value 1970 — - $102, 630). 
Sundry receivables . ee 
Income taxes recoverable (estimated), 
Inventory of stores and supplies . 
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INVESTMENTS AND ADVANCES, at cost or written down value: 


Lornex Mining Corporation Ltd. (Note 1) — 
Common shares and units 


ete Vie a ee 


Quintus Leaseholds Limited (Note 2) — 
Common shares and;bonds. ............ 


Subsidiary Company (Note 3) — 
Common shares and advances . 


PREPAID CLAIMS RENEWAL FEES. 
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PROPERTIES AND EQUIPMENT, at written down value. 


LAND, at cost . 
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THE YUKON CONSOLIDATED ¢ 
BALANCE SHEET AS A’ 


1971 


$ 32,550 
710 ,000 
11,326 


—= 


20,477 


174 ,353 


6,766,500 
194,877 


69,821 
7,031,198 


6,970 


$7 ,812 ,521 


1970 


$ 14,946 
1,130,000 
4,918 
92,500 
3,647 

30 ,812 

1 


1,276 ,824 


5,152,500 
238 , 900 


40 ,707 
5,432,107 


9,400 


1,583 


$6,719,915 


1D CORPORATION LIMITED 
ST DECEMBER, 1971 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts payable. 


Unclaimed dividends . 


SHAREHOLDERS’ EQUITY 


SHARE CAPITAL: 


3% Non-cumulative redeemable pre- 
ferred shares of $1 each — 


Authorized 3,000 ,000 shares 


Common shares of $1 each — 


Authorized 8 ,000 ,000 shares 


7,146,202 shares 
714,621 shares 


Issued at beginning of year . 


Issued during year for cash . 


Issued at end of year. . 7,860 ,823 shares 


Reserved for issue, in exchange for 
securities of former subsidiary 


COMPSNies =) Gober sy. Ps 44 ,300 shares 


DEFICIT 
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Approved on Behalf of the Board: 


W. A. ARBUCKLE, Director 
NEIL B. IVORY, Director 


$3 ,000 , 000 


$8 ,000 ,000 


7,146 , 202 


714,621 


7,860 ,823 


44,300 


7,905 ,123 


120 ,299 


7,784,824 


$7,812,521 


7,146 , 202 


7,146 , 202 


44,300 


7,190 ,502 
503 , 698 


6 , 686 ,804 


$6,719,915 


THE YUKON CONSOLIDATED GOLD CORPORATION LIMITED 


STATEMENT OF NET EARNINGS 
FOR THE YEAR ENDED 31ST DECEMBER, 1971 


1971 1970 
(Restated ) 
REVENUE: 
Interest Cok Sak ee esta) etal a ian seen ee ee $ 47,777 $ 182,418 
Miscellaneous: 2. rere ee ee ee ea al ey ee en ee 975 390 
Royalties from mining claims.) 6705S os 2 ee eee 5 ,062 7,285 
53 ,814 190 ,093 
EXPENSES: 
Claims renewal jand exploration:costs.; <.3 2) aie a eee 1,374 753 
Legal fees and expenses 2° P)R Ry 5 ile ie ae ce penne ee een ne 6 ,630 9,774 
General expenses — 
Head Offt@ 008. Susinthe whe olen. <. fy 2 Sa Ree 36 , 726 33 , 262 
Dawson ‘Office: «hyo We eee SF a ee 4,974 14 , 432 
London Office s.. (a0 te SP a ee 4,989 4,780 
Directors’ and officers’ remuneration (Note 4).........2.2.. 13 ,000 13 ,000 
‘Travelling expenses) 5056, 8A 1y atten ents een ee 2 ,984 2,104 
70 ,677 78 ,105 
(LOSS) PROFIT ONSOPBRARIONS 1. 16 2) 4)0)), eae eee (16 ,863) 111 ,988 
Gain realizedonsecurities GNote: 2), ot) eee Ce ee 154 ,877 14,722 
Gain on sale of properties and equipment. ............. 98 ,128 12 ,578 
EARNINGS BEFORE ANCOME TAXES) 0) 35 eee 236 , 142 139 , 288 
Estimated income. taxes) 4 iii Ge get eee, eee ae — 52,209 
NET EARNINGS*POR THE YEAR@ 26.55 sie eee ee $ 236,142 $ 87,079 
Per.common: share i." nce. ap Rc a ic ey ea ne $0 .03 $0.01 


THE YUKON CONSOLIDATED GOLD CORPORATION LIMITED 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED 31ST DECEMBER, 1971 


Deficit at beginning of year... . 


Deduct: Net earnings for the year . 


1971 


$ 503,698 


236 , 142 


267 ,556 


Deduct: Transferred from contributed surplus . 


Deficit at end of year . 


STATEMENT OF CONTRIBUTED SURPLUS 


147 257 


$ 120,299 


FOR THE YEAR ENDED 31ST DECEMBER, 1971 


Premium received on issuance of 714,621 Common shares of Capital Stock 


Deduct: 


Commissions and expenses of subscription rights issue 


ay ie Keene, “yer ete 


Transferred to deficit 


1971 


$ 184,896 


37 ,639 
147 ,257 


147 ,257 


_— 
— 
—ooooooooaaa 


1970 


$ 590,777 


87,079 


503 ,698 


$ 503,698 


1970 


THE YUKON CONSOLIDATED GOLD CORPORATION LIMITED 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31ST DECEMBER, 1971 


NOTE 1: LORNEX MINING CORPORATION LTD. 
At 31st December, the Corporation owned 19.88% (20.32% in 1970) of the voting equity stock of 
Lornex Mining Corporation Ltd. and held the following securities of Lornex: 


1971 1970 
Units, consisting of $1,000 834% Series A unsecured income deben- 
tures due 31st December, 1985 and 80 Common shares ........ 3,974 2,360 
Common shares, par value $1 each ............. 0c eee eee eee 1,101,250 1,080 ,000 


During the year Lornex sold 16,141 Units under the supplementary financing provisions of a Con- 
struction and Management Agreement with Rio Algom Mines Limited (““Rio Algom’’) at a price of 
$1,000 per Unit. Each Unit consisted of $1,000 principal amount of income debentures and 80 Class A 
shares. 

The Corporation under the provisions of the relevant agreements with Rio Algom and Woodford 
Investments Ltd. (‘‘Woodford”’): 

(1) purchased from Rio Algom 4,439 or 274% of such Units at a cost of $4,439,000; and 
(2) sold to Woodford $2,825,000 of income debentures and 204,750 Class A shares for the sum 
of $2,825,000. 

All of the Class A shares purchased and retained by the Corporation were converted into Common 
shares on the basis of one Common share for each Class A share. 

Rio Algom, the manager of the Lornex Project, presently estimates that the $16,141,000 thus raised 
will be sufficient to finance the Lornex Project to completion. The Corporation, however, pursuant to 
the said agreements with Rio Algom and Woodford, if required: 

(a) remains obligated to purchase from Rio Algom additional units of income debentures and 

Class A shares of Lornex for an aggregate expenditure not to exceed $2,425,000 and has the option 

to purchase from Rio Algom additional units of income debentures and Class A shares; and 


(b) will sell to Woodford such income debentures and certain of such Class A shares, which the 
Corporation is obligated to purchase, and under certain specified circumstances, has granted to 
Woodford the option to purchase such additional income debentures and certain of such additional 
Class A shares which the Corporation may acquire by way of option from Rio Algom. 


The Corporation’s obligation to purchase from Rio Algom units of income debentures and Class A 
shares of Lornex for an aggregate expenditure not to exceed $2,425,000 has been guaranteed through the 
establishment of a stand-by credit with a Canadian Chartered bank. Woodford has undertaken to 
guarantee to the bank any moneys furnished to the Corporation for the aforementioned purpose and to 
ee the Corporation for the amount of the stand-by fee required during the currency of the stand-by 
credit. 

A Note for $46,479.87 received from Lornex in 1970, under interim financing arrangements, and ac- 
crued interest on this amount and the income debentures of Lornex held by the Corporation, compounded 
quarterly at the rate of 84% per annum, amounting to $324,604 (1970, $52,703) has not been reflected 
in these accounts. 


NOTE 2: QUINTUS LEASEHOLDS LIMITED 


During the year a capital repayment of $188,250, or 15%, was received on the $1,255,000 original 
principal amount of Mortgage bonds of Quintus Leaseholds Limited held by the Corporation (40% 
having previously been repaid). Of this amount of $188,250, $153,860 is included in the statement of net 
earnings under the heading “‘Gain realized on securities”. The Common shares of Quintus heretofore 
carried at a cost of $9,634 have been written down to $1, $9,633 being charged to the aforesaid account. 


NOTE 3: SUBSIDIARY COMPANY (MORKILL EXPLORATIONS LIMITED) 
Investment in and advances to subsidiary company consists of 100 shares of capital stock of $1 par 
value subscribed at par and advances totalling $69,721, of which $58,839 have been expended. In view of 


ee pauls involved the assets and liabilities of the subsidiary have not been included in these financial 
statements. 


NOTE 4: DIRECTORS AND OFFICERS 


The Board of Directors consists of seven members whose aggregate remuneration as Directors 
amounted to $10,500 in 1971 and in 1970. There are four Officers of the Corporation whose aggregate remun- 
eration, as such, amounted to $2,500 in each of the years 1971 and 1970. Three of such Officers of the 
Corporation are also Directors. 


THE YUKON CONSOLIDATED GOLD CORPORATION LIMITED 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED 31ST DECEMBER, 1971 


1971 1970 
SOURCE: 
Net earnings for the year . . sagt Nearest $ 236,142 $ 87,079 
Add back items not requiring cash outlay — 
Write down of Quintus Leaseholds Limited shares to nominal value 9 ,633 — 
Amortization of prepaid claims renewal fees. . . 2,430 2,350 
Book value of fixed assets disposed 1,584 — 
Net proceeds on issuance of Common Stock . . 861 ,878 — 
Cost of Quintus Leaseholds Limited bonds redeemed . . 34 ,390 — 
1,146 ,057 89 ,429 
APPLICATION: 
Purchase of Lornex units — net of advance repayments and sale of shares 
and debentures to Woodford Investments . 1,614,000 2,060 ,000 
Investment in Subsidiary Company 29,114 40 , 707 
1,643,114 2,100 , 707 
DECREASE IN WORKING CAPITAL 


$ 497,057 $2 ,011 ,278 


AUDITORS’ REPORT 


To the Shareholders, 
THE YUKON CONSOLIDATED GOLD CORPORATION LIMITED: 


We have examined the balance sheet of The Yukon Consolidated Gold Corporation Limited as at 31st 
December, 1971 and the statements of net earnings, deficit, contributed surplus and source and application 
of funds for the year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements are properly drawn up so as to present fairly the financial 
position of the company as at 31st December, 1971 and the results of its operations and the source and applica- 
tion of its funds for the year then ended, in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


PRICE WATERHOUSE & CoO., 
Chartered Accountants. 


Vancouver, B.C. 
12th April, 1972. 


